it or =2 zraevent

z T, °r mater:zily impair i1ts apilizy 22
effect, the :-casummatizn pcy it ¢f the TZansactions contem-

plated Ly =ais :greement <r the Stock Cption Agreement. To

its knowieaze, :s cf the date hereof, n=o Person or "3Jroup”
"beneficiail <wns" 3% cr more cf its outstanding woting
securities, «ith zhe ts=rms "benerfizially owns" and "zroup"
having the meanings ascribed to them under Rule 12d-3 and
Rule 12d-3 unaer -he Ixchange Act.

(d) ngce Cerwain C . Except as dis-

closed in its Reports filed prior to the date hereof or as
expressly contemplated by this Agreement, since the Audit
Date it and i:ts Subsidiaries have conducted their respective

businesses oniy in the ordinary and usual course of such

businesses, and there has not been (i) any change in the
financial csnaizion, tusiness or resuits of operations of it
and its Subs:diaries, except those changes that are not,
individually or in the aggregate, reasonably likely to have
a Material Adverse Effecrt on it:; (ii) any damage, destruc-
tion or other -asualty loss with respect to any asset oOr
property owned, leased or otherwise used by it or any of its
Subsidiaries, whether or not covered by insurance, which
damage, destrzuction or loss is reasonably likely, individ-
ually or in the aggregate, after taking into account any
insurance coverage, to have a Material Adverse Effect on it;
(1ii) any declaration, setting aside or payment of any divi-
dend or other distribution in respect of its capital stock,
except publicly announced reqular quarterly cash dividends
on its common stock and, in the case of SBC, dividends in
SBC Common Stock: or (iv) any change by it in accounting
principles, cract:ices or methods except as required by GAAP.

(e) Litigacion and Tiabilities. Except as dis-
closed in its Reports filed prior to the date hereof, there
are no (i) civil, criminal or administrative actions, suits,
claims, hearings, investigations or proceedings
("Litigation”) pending or, to the knowledge of its executive
officers, threatened against it or any of its Affiliates (as
defined in Rule 12b-2 under the Exchange Act) or (ii) obli-
gations or liabilities, whether or not accrued, contingent
or otherwise, including those relating to matters involving
any Environmental Law (as defined in Section 5.2(e)), that
are reasonably likely to result in any claims against or
obligations or liabilities of it or any of its Affiliates,
except for those that are not, individually orx in the
aggregate, ceasonably likely to have a Material Adverse
Effect on it or tc prevent, or materially impair its ability
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to effact, :-he :2nsummacizcn

zy it c¢f the transaczicns cen-
tempiated Lty tnis agreement or the Itock Cption Agreement:
provided, <hat Zor zurposes cf this paragraph ‘e) ro
Litigaticn zrising after zhe cate ~ereof shall be deemed to

Litigation 'or any relevant gart thereor! s based cn this
Agreement cr the transactions contempilated hereby.

(f) -~ 4 - -~ Pa 1 g M ~are As
of the date hereoi, neither it nor any of its affiliates (as

determined in accordance with Section 6.7) has taken or
agreed to take any action, nor do its executive officers
have any actual knowledge of any fact or circumstance, that
would prevent SBC Zrom accounting for the business
combination t> be effected by the Merger as a "pooliing-of-
interests" »r rrevent the Merger from qualifying as a

"reorganizacicn” within the meaning of Section 268(a) of the
Code.

(g) Taxe=. It and each of its Subsidiaries
have prepared in good faith and duly and timely filed
(taking into account any extension of time within which to
file) all macterial Tax Returns (as defined below) required
to be filed by any of them and all such filed Tax Returns
are complete and accurate in all material respects and:

(1) it and each of its Subsidiaries have paid all Taxes (as
defined below) that are shown as due on such filed Tax
Returns or that it or any of its Subsidiaries is obligated
to withhold from amounts owing to any employee, creditor or
third party, except with respect to matters contested in
good faith or for such amounts that, alone or in the
aggregate, are not reasonably likely to have a Material
Adverse Effect on it; (ii) as of the date hereof, there are
not pending or, to the actual knowledge of its executive
officers, threatened, in writing, any audits, examinations,
investigations or other proceedings in respect of Taxes or
Tax matters; and (iii) there are not, to the actual knowl-
edge of its executive officers, any unresolved questions or
claims concerning its or any of its Subsidiaries' Tax
liability that are reasonably likely to have a Material
Adverse Effect on it. Neither it nor any of its Subsidi-
aries has any liability with respect to income, franchise or
similar Taxes in excess of the amounts accrued in respect
thereof that are reflected in the financial statements
included in its Reports, except such excess liabilities as

are not, individually or in the aggregate, reasonably likely
to have a Material Adverse Effect on it.
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AS -Zed . InL3 Agreement, 'x) :the ta2rm "Tax"

finciuding, .iTn Tcrr2iztive meaning, -he terms "ITiaxes", and
"Taxaple"! .nciudes ail Zaderal, state, Local and fzreign
income, croZ:icz, Irancniza, Jross receipts, environmental,
customs dut, :3iplIii IIIsk, severance, stamp, gavrsil,
sales, empic.ment, .nempicyment, disapility, use, property,

withholding, =xcize, srcduction, value added, transtier,
occupancy anc cther tixes, dutiess cr assessments of any
nature whatscever, together with all interest, penaities and
additions impcsed with respect to such amounts and any
interest in respect 2f such penalties and additions, and
{y) the term "Tax Rerur=" includes all returns, amended
returns and reports :incliuding elections, declarations,
disclosures, :cnedules, 2stimates and information returns)
[

required to ce suppllza =5 a Tax authority relating to
Taxes.

(h) Compilance with Laws. Except as set forth
in its Report:z filea prior to the date hereof, the busi-
nesses of eacn 2f -t ana its Subsidiaries have not been, and
are not beinz, :tonduc:iza in violation of any law, statute,
ordinance, regulation, :udgment, order, decree, injunction,
arbitration awarc, license, authorization, opinion, agency
requirement °r permit of any Governmental Entity or common
law (collectively, "lLaws"), except for violations that are
not, individually or in the aggregate, reasonably likely to
have a Material Adverse Effect on it or to prevent, or
materially impair its ability to effect, the consummation by
it of the transactions contemplated by this Agreement or the
Stock Option Agreement. Except as set forth in its Reports
filed prior =5 the date nereof, as of the date hereof no
investigation or review py any Governmental Entity with
respect to it or any of its Subsidiaries is pending or, to
the actual knowledge of its executive officers, threatened,
nor has any Governmental Entity indicated an intention toO
conduct the same, except for those the ocutcome of which are
not, individually or in the aggregate, reasonably likely to
have a Material Adverse Effect on it or to prevent, Or
materially impair its ability to effect, the consummation by
it of the transactions contemplated by this Agreement or the
Stock Option Agreement. To the actual knowledge of its
executive officers, as of the date hereof no material change
is required in its or any of its Subsidiaries' processes,
properties or procedures in connection with any such Laws,
and it has not received any notice or communication of any
material noncompliance with any such Laws that has not been
cured as of the date hereof, except for such changes and
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nonccmpllance -hat =re nzt, Llndivi

...... ividuaily or In the
aggregate, -=2asonably _lkeiy Ts nave a Material Adverse
Effect on i: :zz <2 creventr, cr materrzlly impair 1:is ability
to effect, :-ne :ccnsummat:ozcn £y it of the transactizns con-
templated £y -nis ~greement oI

che Stcck Cption Agreement.
Each of it and i:s Subsidiaries nas all permits, licenses,
franchises, ~ar.snces, =xemptions, orders and other jovern-
mental authcr-zaticns, -onsents and approvals (collectively,
"Permit=") necessary o conduct their business as presently
conducted, except Ior those the absence of which are not,

individually or in the aggregate, reasonably likely to have
a Material Adverse Effect on it.

5.2. Reprecanrarinsne snd Warrapntios ~f <he
company. Except :s set Zorth in the corresponding sections
or subsectizsns of tne I:ompany 2isclosure Letter, the Company
hereby represents ana warrants to SBC and Merger Sub that:

(a) am3l S ure. The authorized capital
stock of the Company =—onsists of 300,000,000 Company Shares,

of which 66,866,268 Company Shares were issued and outstand-
ing and 2,230,586 Company Shares were held in treasury as of
the close of business cn December 31, 1997; 2,000,000 shares
of preferred stock, par value $50.00 per share (the
"Preafarred charee"), of which no shares were outstanding as
of the close of business on December 31, 1997; and
50,000,000 shares of preference stock, par value $1.00 per
share (the "2refarance Shars«"), of which no shares were
outstanding as of December 31, 1997. All of the outstanding
Company Shares have been duly authorized and are validly
issued, fully paid and nonassessable. Other than

2,000,000 Preference Shares, designated "Series A Junior
Participating Preference Stock", reserved for issuance
pursuant to the Rights Agreement, dated as of December 11,
1996, between the Company and State Street Bank and Trust
Company, as Rights Agent (the "Rights Agreement”), Company
Shares reserved for issuance pursuant to the Stock Optioen
Agreement and Company Shares reserved for issuance as set
forth below or which may be issued in accordance with
Section 6.l(a), the Company has no Company Shares, Preferred
Shares or Preference Shares reserved for issuance. As of
December 31, 1997, there were not more than 6,650,000 Com-
pany Shares reserved for issuance pursuant to the Company's
1986 Stock Option Plan, 1995 Stock Incentive Plan, Non-
Employee Director Stock Plan, Incentive Award Deferral Plan
and 1996 Non-Empioyee Director Stock Plan (collectively, the
“Stock Plans"). Each of the outstanding shares of capital
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Significant Cubsidiaries is duly authorizea, validly issued,
fully paid znd nonassessaple and cwned tv the Company or a
direct or -ndirect wnolly-owned Subsidiary of the Company,
free and clear - any llen, pledge, secuzity interest, claim
or other encumbrznce. =Zxcept as set Zorth above and except
for Company Shares and options to purchase Company Shares
which may be issued in accordance with Section 6.1(a),
neither the Company nor any of its Subsidiaries has any
obligation with respect o any preemptive or other outstand-
ing rights (other than stock appreciation rights in respect
of not more than 40,000 Company Shares), options, warrants,
conversion rights, stock appreciation rights, redemption
rights, repurchase rights, agreements, arrangements or
commitments tO issue or sell any shares of capital stock or
other securi:ties of the Company or any of its Significant
Subsidiaries or any securities or obligations convertible or
exchangeable into or exercisable for, or giving any Person a
right to subscribe for or acquire, any securities of the
Company or any of its Significant Subsidiaries, and no
securities or obligations evidencing such rights are
authorized, issued or outstanding. The Company Shares
issuable pursuant to the Stock Option Agreement have been
duly reserved for issuance by the Company, and upon any
issuance of such Company Shares in accordance with the terms
of the Stock Option Agreement, such Company Shares will be
duly and validly issued and fully paid and nonassessable.
The Company does not have outstanding any bonds, debentures,
notes or other obligations the holders of which have the
right to vote (or convertible into or exercisable for

securities having the right to veote) with the shareholders
of the Company on any matter.

(b) Ra'H

The Campany has all requisite corporate power and authority
and has taken all corporate action necessary in order to
execute, deliver and perform its obligations under this
Agreement and the Stock Option Agreement and to consummate,
subject only to approval of this Agreement by the holders of
two-thirds of the outstanding Company Shares (the "Company
Requisite Vote") and the Company Required Consents, the
Merger. Each of this Agreement and the Stock Option Agree-
ment has been duly executed and delivered by the Company and
is a valid and binding agreement of the Company enforceable
against the Company in accordance with its terms, subject to
bankruptcy, insolvency, fraudulent transfer, reorganization,
moratorium and similar laws of general applicability
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- - - ™™ wamee

reiating =: cr zffscIing coedic

. crs' rights znd 12 general
equity prinzsociss  the "2anrruzuas and Sauiss Sxgestion®y.
The boarc =2 z:zecizzz ci the Ccompany
Agreement z=nc :cproved the Merger and the other t-ansactions
contempiatcec hz2repy, '3) nas apprcoved the execuiicn and

delivery of =he Stccx Cpticn Agreement and (C) has received
the opinion of i:s financial advisors, Salomon Smith Barney
Inc., in a customary form and to the effect that the Merger

Consideraticn to te received by the holders of the Company

Shares in the Merger is £fair to such holders from a
financial point of view.

{A) has adopted this

(c) Emiqu. ﬂ.ngF‘ e

() A copy of each bonus, deferzed

compensaticn, cens:ion, cetirement, profit-sharing, cthrift,
savings, emplovee =stock ownership, stock bonus, stock
purchase, restricted stock, stock option, employment,
termination, severance, compensation, medical, health or
other material plan, agreement, policy or arrangement that
covers emplovees, directors, former employees or former
directors of i: and its Subsidiaries (its "Cgompensation and
fenefit oSlans”' and any trust agreements or insurance
contracts forming a parrt of such Compensation and Benefit
Plans has been made available by the Company to SBC prior to
the date hereof and each such Compensation and Benefit Plan

is listed in Section S.2(c) of the Company Disclosure
Letter.

(ii) All of its Compensation and Benefit
Plans are in substantial compliance with all applicable law,

including the Code and the Employee Retirement Income
Security Act of 1974, as amended ("ERISA") with the
exception of any instances of non-compliance that are not,
individually or in the aggregate, reasonably likely to have
a Material Adverse Effect on the Company. Each of its
Compensation and Benefit Plans that is an "employee pension
benefit plan" within the meaning of Section 3(2) of ERISA
(a "Pansion 2lan”) and that is intended to be qualified
under Section 40l1(a) of the Code has received a favorable
determination letter from the Internal Revenue Service (the
“IRS"), and it is not aware of any circumstances likely to
result in reveocaticn of any such favorable determination
letter. As of the date hereof, there is no pending or, to
the knowledge cf its executive officers, threatened in
writing material litigation relating to its Compensation
and Benefit Plans. Neither it nor any Subsidiary has
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engaged in & t-ansacticn with respect zo any <f lts
Compensac.cn :na Senefi: Zlans that, zssuming cle zaxable
period cf sucn --ansaction expired as of the date nereof,
would subjec:t -z =r zny cf its Subsiciaries tO> a material
tax or penai:; .mpcssa ty either Secticn 4975 of the Code or
Section 302 :-: ZRIS: zna that is reasonably likely =5 have a
Material Adverzs Zffect cn the Companvy.

i1, As of the date hereof, no _iability
under Subtizla < or D of Title IV of ERISA (other chan the
payment of proscective premium amounts to the Pension
Benefit Guaranty Corporation in the normal course) has been
or is expectad t> be incurred by it or any Subsidiary with
respect to any ongeing, frozen or terminated "singlie-
employer plan”, within the meaning of Section 4001(a) (15) of
ERISA, currently <r Zorzmeriy maintained by any of them, or
the single~-emricyer cian of any entity which is considered
one employer with it under Section 4001 of ERISA or
Section 414 orf the Tode (its “ERISA Affiliata") (each such
single~empicyer zlan, .ts "ERISA Affiliate Plan"). No
notice of a "reporzable event”, within the meaning of
Section 4043 of ERISA for which the 30-day reporting
requirement has not been waived, has been required to be
filed for any of its Pension Plans or any of its ERISA
Affiliate Plans within the 12-month period ending on the
date hereof or will be required to be filed in connection
with the transactions contemplated by this Agreement.

(iv) Neither any of its Pension Plans
nor any of its ERISA Affiliate Plans has an "accumulated
funding defiz:ency” !(whether or not waived) within the
meaning of Section 412 of the Code or Section 302 of ERISA.
Neither it nor its Subsidiaries has provided, or is required
to provide, security to any of its Pension Plans or to any

of its ERISA Affiliate Plans pursuant to Section 401(a) (29)
of the Code.

{v) The consummation aof the Merger (or
its approval by its shareholders) and the other transactions
contemplated by this Agreement and the Stock Option
Agreement will not (x) entitle any of its employees or
directors or any employees of its Subsidiaries to severance
pay, directly or indirectly, upon termination of employment,
(y) accelerate the time of payment or vesting or trigger any
payment of compensaticn or benefits under, increase the
amount payable or trigger any other material obligation
pursuant to, any of its Compensation and Benefit Plans or
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(2) result - any crceach :r violatizn of, -r & default
under, any ~:I 1:is T:cmpensztizn and Zenefit Flans.
{vi} Since the Audit CZate, =2xceprt a&as

provided ZIor nere:n, .2 the Company Discicsure lLetter Or as

disclosed ia :the Zompany’s Reports filed prior to the date
hereof, there fas not teen any increase in the compensation
payable or that couid beccme payable by it or any of its
Subsidiaries o officers or key employees or any amendment
of any of its Compensation and Benefit Plans other cthan
increases or amendments in the ordinary course.

(d) Takeover Stratures. The Board of Directors
of the Company, including a majority of the non-employee
directors of the Company, has duly adopted resoclutions
approving the Merger, the Stock Option Agreement and the
transactions contempliatea hereby and thereby anad
specifically naming SBC and its existing and future
affiliates or associates (as such terms are defined under
Section 33-840 and 23-843 of the CBCA). Such resolutions
satisfy the requirements of Sections 233-842(c) (1) and 33~
844 (a) of the CBCA, are by their terms irrevocable, and have
not been amended or modified in any manner. The provisions
of Sections 33-841 and 33-844 of the CBCA do not and will
not apply to the Merger or the other transactions
contemplated by this Agreement or the Stock Option
Agreement. No ocher "fair price,"” "moratorium,"” "control
share acquisition” or other similar anti-takeover statute or
regulation (each a "Takeover Statute") as in effect on the
date hereof or any anti-takeover provision in the Company's
certificate of incorporation and by-laws is applicable to
the Company, the Company Shares, the Merger or the ocher

transactions contemplated by this Agreement or the Stock
Option Agreement.

(@) Environmenral Mattare, Except as disclosed
in its Reports filed prior to the date hereof and except for
such matters that, individually or in the aggregate, are not
reasonably likely to have a Material Adverse Effect on it:
(1) each of it and its Subsidiaries has complied with all
applicable Environmental Laws (as defined below); (ii) the
properties currently owned or operated by it or any of its
Subsidiaries (including soils, any groundwater underlying
such properties, surface water, buildings or other
structures) are not contaminated with any Hazardous
Substances (as defined below) at levels that require
investigation or cleanup under applicable Environmental
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Laws:; 'iii}) :=ne crcrerties Icrmerl, owned °r cperated by it
or any c< I:s Sups:idiar.es wWere not contaminated with
Hazardous Substzances during the period of ownership or
operation £y -z cr any of i:s Subsidiaries: !(iv) neither it
nor any ci s Zu

ubsidiaries has received written notice that
it is subject z: liabili:zy for any Hazardous Substance
disposal or zocntamination on any third party property;

(v) neither i: nor any Subsidiary has been responsible for
any release cr threat of release of any Hazardous Substance:
(vi) as of the Zate hereof neither it nor any Subsidiary has
received any written notice, demand, letter, claim or
request for :nformation alleging that it or any of its
Subsidiaries may be in wvioclation of or liable under any
Environmental Law; and (vii) neither it nor any of its
Subsidiaries s subject to any binding orders, deccees,
injunctions cr other arrangements with any Governmental
Entity or is subject to any indemnity or other agreement
with any third party relating to liability under any
Environmental Law or relating to Hazardous Substances.

As used nherein, the term "Enviropmental law" means
any Law relating to: (A) the protection, investigation or
restoration of the environment, health, safety, or natural
resources, (B) the handling, use, presence, disposal,
release or threatened release of any Hazardous Substance or
(C) noise, odor, wetlands, pollution, contamination or any
injury or threat of injury to persons or property in
connection with any Hazardous Substance.

As used herein, the term "Hazardous Substance”
means any substance that is: listed, classified or

regulated pursuant o any Environmental Law, including any
petroleum product or by-product, friable asbestos-containing

material, lead-containing paint, polychlorinated biphenyls,
radicactive materials or radon.

(£) Lahor Matter=s., As of the date hereof,
neither it nor any of its Subsidiaries is the subject of any
material proceeding asserting that it or any of its
Subsidiaries has committed an unfair labor practice or is
seeking to compel it to bargain with any labor union or
labor organization nor is there pending or, to the actual
knowledge of its executive officers, threatened, nor has
there been for the past five years, any labor strike,
dispute, walkout, work stoppage, slow-down or lockout
involving it or any of its Subsidiaries, except in each case
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as 13 not, individuaily or in the aggregate, -easonably
likeiy tz have z Matsrral idverse ZFfect on it.

(g Rigars :greaman-. The Company has amended
the Rights igreement t> provide that neither S3C nor Merger
Sub shall be deemed =5 be an Acquiring

1ring Person (as defined in
the Rights Agreement: and the Distribution Date (as defined

in the Rights Agreement) shall not be deemed to occur and
that the Rights will not become separable, distributable,
unredeemable or exercisable as a result of entering into
this Agreement, the Stock Option Agreement Or consummating

the Merger and/or the other transactions contemplated hereby
and thereby.

(h) kare i re. Neither it nor any of

its officers, zZirectsrs or emplovees has emploved any broker
or finder or lacurred any liability for any brokerage fees,
commissions or finders’ fees in connection with the Merger
or the other transactions contemplated in this Agreement and
the Stock Option Agreement except that the Company has
employed Salomon Smith Barney Inc. as its financial advisor,

the arrangements with which have been disclosed to SBC prior
to the date hereof.

(1) D =y. (i) The Company
and/or each of its Subsidiaries owns, or is licensed or

otherwise possesses legally enforceable rights to use, all
patents, trademarks, trade names, service marks, copyrights,
and any applications therefor, technology, know-how,
computer software programs or applications, and tangible or
intangible proprietary information or materials that are
used in its or any of its Subsidiaries’ businesses as
currently conducted, and to the actual knowledge of its
executive officers all patents, trademarks, trade names,
service marks and copyrights held by it and/or its
Subsidiaries are valid and subsisting, except for any
failures to so own, be licensed or possess or to be valid
and subsisting, as the case may be, that, individually or in

the aggregate, are not reasonably likely to have a Material
Adverse Effect on it.

(L) Except as disclosed in its Reports filed
prior to the date hereof or as is not reasonably likely to
have a Material Adverse Effect on the Company:

{A) it and its Subsidiaries are not, nor will any
of them be as a result of the execution and
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dei.vary 2% tniz Agreement or zhe rericrmance of

its :cciizaticns hereunder, in violation cf any
l;censes zupliczenses and other agreements as to

2 =r any =f its Subsidiaries ls a party and
purs_aﬂ- s wnich it or any Subsidiary is

author.z2a T: use any g.‘ura-partj patentcs
tragemar%s, service marks, and copyrzcnts ("Thixd~-
Par<y ~oeei ‘-.-.w'-v--_-a’ Drapercy ngn:");

(B) =:=o the actual knowledge of the Company, no
claims as of the date hereof with respect to (I)
the patents, registered and material unregistered
trademarks and service marks, registered
copyrights, trade names, and any applications
therefor ownea ty it or any its Subsidiaries (the
"Quneq -otei amceual Drmpar-y Righte"': (II) any
traage secrets material to it; or (III) Third-Party
Intellectual Property Rights are currently pending

or, to the xnowledge of its executive officers,
are ~nhreatened bty any Person; and

(C) to the actual knowledge of its executive
officers, thers is no unauthorized use,
infringement or misappropriation of any of the
Owned Inteliecrual Property Rights by any third
party, including any of its or any of its
Subsidiaries' employees or former employees.

(3) Severange Pavments. No payments to be made
to any of the cificers and employees of the Company or its
Subsidiaries as a resuit of the consummation of the Merger

will be subject to the ceduction limitations under Section
280G of the Code.

$.3. Representations and Warranties of SBC and
Mergex Sub. Except as set forth in the corresponding
sections or subsections of the SBC Disclosure Letter, SBC,

on behalf of itself and Merger Sub, hereby represents and
warrants to the Company that:

(a) "Capital Structure. (i) The authorized
capital stock of SBC consists of 2,200,000,000 shares of SBC
Common Stock, of which 918,627,275 shares were issued and
outstanding and 13,831,028 shares were held in treasury as
of the close of business on December 30, 1997; and
10,000,000 shares of Preferred Stock, par value $1.00 per
share (the "SBC 2refarred Shares"), of which no shares vere
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(B 1)
(2}
9]

outstanding ss = he clcse
1997. All -Z che cutstanain
have peen duly authorized and
and nonassessabie.

SBC Preferr=d thares

has -eservea nc more than .0,000,000 SBC rrerferred Shares
for issuance rursuant o the Rights Agreement, dated as of
January 27, 1989, between SBC and American Transtech, Inc.,
as Rights Agent, as amended by the Amendment of Rights
Agreement, dated as of August 5, 1992, between SBC and The
Bank of New York, as successor Rights Agent, and the Second
Amendment of Rights Agreement, dated as of June 1S5, 1994,
between SBC and The Bank of New York, as successor Rights
Agent (as amenaced, the "SBC 2ights Agrsement”). Each of the
outstanding shares of capital stock of each of SBC's
Significant Subs:i:diar:es is duly authoriced, wvalidly issued,
fully paid and nonassessaple and cwned by SBC or a direct or
indirect wholly~owned subsidiary of SBC, free and clear of
any lien, pledge, security interest, claim or other
encumbrance. Except pursuant to SBC's Senior Management
Long Term Incentive Plan, Incentive Award Deferral Plan,
Non-Employee Directors Stock and Deferral Plan, Stock
Savings Plan, 1994 Stock Option Plan, 1996 Stock and
Incentive Plan, 1995 Management Stock Option Plan, Savings
Plan, Savings and Security Plan and stock plans assumed by
SBC pursuant to the merger of SBC Communications (NV), Inc.
with and into Pacific Telesis Group consummated on April 1,
1997 (collectively, the "SBC Stock Slan="), neither SBC nor
any of its Subsidiaries has any obligation with respect to
any preemptive or other outstanding rights, options,
warrants, conversion rights, stock appreciation rights,
redemption rights, repurchase rights, agreements,
arrangements or commitments to issue or to sell any shares
of capital stock or other securities of SBC or any of its
Significant Subsidiaries or any securities or obligations
convertible or exchangeable into or exercisable for, or
giving any Person a right to subscribe for or acquire, any
securities of the Company or any of its Significant
Subsidiaries, and no securities or obligation evidencing
such rights are authorized, issued or outstanding. SBC does
not have outstanding any bonds, debentures, notes or other
obligations the holders of which have the right to vote (or
convertible into or exercisable for securities having the
right to vote) with the stockholders of SBC on any matter.

usiness cn Tecemper I,
shares of SBC Common Stock

are validly issued, Zully paid

SBC nas no shares cf SBC Common Stock or
reserved for lssuance except :that SBC

O e
O
W

n

e
-

-ae

(ii) The authorized capital stock of
Merger Sub consists of 1,000 shares of common stock, par
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7aiue $1.00 cer =znare, 31l of wnich are validly issued and
ocutstanding. =11 -f the lssued and cutstanding capital
y 2

vy~

stock of Merce u and at the £ffective Time will be,

-~y
owned by SBC, :nd there are (i) no other shares of capital
Stock or cther —ating securities cf Merger Sub, (ii) no

(r OO

securities cI Merzer Zub convertible into or exchangeable
for shares cf capital stock or other wvoting securities of
Merger Sub znd (iii) no options or other rights to acquire
from Merger <

Sub, and no obligations of Merger Sub td issue,
any capital stock, other voting securities or securities
convertible into or exchangeable for capital stock or other
voting securities of Merger Sub. Merger Sub has not
conducted any business prior to the date hereof and has no,
and prior to the Effective Time will have no, assets,
liabilities or obligations of any nature other than those
incident to -.:is formaticn and pursuant 0 this Agreement and

the Merger and the other transactions contemplated by this
Agreement.

{b) a A ieepe R Cai

SBC and Merger Sub each has all requisite corporate power
and authority and each has taken all corporate action
necessary in crder to execute, deliver and perform its
obligations under this Agreement and the Stock Option
Agreement and to consummate, subject only to the SBC
Required Consents, the Merger. Each of this Agreement and
the Stock Option Agreement has been duly executed and
delivered by SBC and Merger Sub and is a valid and binding
agreement of SBC and Merger Sub, enforceable against each of
SBC and Merger Sub in accordance with its terms, subject to
the Bankruptcy and Equity Exception. SBC has received the
opinion of its financial advisors, Lazard Freres & Co., in a
customary form and to the effect that the Merger
Consideration to be paid by SBC in the Merger is fair to SBC
from a financial point of view. The shares of SBC Common
Stock, when issued pursuant to this Agreement, will be
validly issued, fully paid and nonassessable, and no
stockholder of SBC will have any preemptive right of
subscription or purchase in respect thereof.

(c) = i re. Neither it nor any of
its officers, directors or employees has employed any broker
or finder or incurred any liability for any brokerage fees,
commissions or finders’ fees in connection with the Merger
or the other transactions contemplated in this Agreement and
the Stock Option Agreement except that .SBC and Merger Sub
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have empicyed LzzarZ Tréres i Co.

as their financial
advisor.

ARTIZLE 7T
Covenantcs

6.1. arim Sperations. (a) The Company

covenants and agrees as to itself and its Subsidiaries that,
after the date hereof and prior to the Effective Time
(unless SBC shall otherwise approve in writing, which
approval shall not be unreasonably withheld or delayed, and
except as otherwise expressly contemplated by this Agreement

or the Stock Option Agreement, in the Company Disclosure
Letter or as requized bv appiicable Law):

(1) the business of it and its
Subsidiaries shall be conducted in the ordinary and usual
course and, -0 the extent consistent therewith, it and its
Subsidiaries shall use all reasonable efforts to preserve
its business organization intact and maintain its existing
relations and goodwill with customers, suppliers,

regulators, distributors, creditors, lessors, employees and
business associates;

(L1) it shall not (A) amend its
certificate of incorporation or by-laws or amend, modify or
terminate the Rights Agreement; (B) split, combine,
subdivide or reclassify its outstanding shares of capital
stock:; (C) declare, set aside or pay any dividend payable in
cash, stock or property in respect of any capital stock,
other than per share reqular quarterly cash dividends not in
excess of $0.44 per Company Share:; or (D) repurchase, redeem -
or otherwise acquire, or permit any of its Subsidiaries
(other than the Company’s Employee Stock Ownership Plan) to
purchase or otherwise acquire, any shares of its capital
stock or any securities convertible into or exchangeable or
exercisable for any shares of its capital stock:

(Li1) neither it nor any of its
Subsidiaries shall knowingly take any action that would
prevent the Merger from qualifying for "pooling of
interests® accounting treatment or as a tax-free ,
"reorganization” within the meaning of Section 368 (a) of the
Code or that would cause any of its representations and
warranties herein to become untrue in any material respect:
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) neirther it nor any of its
Subsidiarize znail ==2rminate, a=2stablish, adopt, 2nter Iinto,
make any rnew Ifants -r awards under, zmend or otherwise
modify, any T:.mpensaticn and Senefitc Plans or ilncrease the
salary, wage, zonus =:r cther compensation of any directors,
officers or empicvees =xcept (A) Zor grants or awarss to

under existing -
amounts and cn

practice, (B) -n the normai and usual course of business
(which shall include normal periodic performance reviews and
related compensation and benefit increases and the provision
of individual Tompensation and Benefit Plans consistent with
past practice for promoted or newiy hired officers and
employees and the adoption of Compensation and Benefit Plans
for employees ~f new Subsidiaries in amounts and on terms
consistent wWith gast practice) or (C) for actions necessary
to satisfy existing contractual obligations under

Compensation and Benefit Plans existing as of the date
hereof:

Zcmpensation and Senefit Plans in such
such terms &as are consistent with past

(v) neither it nor any of its
Subsidiaries shall issue any preferred stock or incur any
indebtedness for borrowed money (other than indebtedness
incurred solely for the purpose of funding the Escrow
Account or the replacement or refinancing of existing short-
term indebtedness) or guarantee any such indebtedness if the
Company should reasonably anticipate that as a result of
such incurrence any of the Company's or any of its

Subsidiaries' outstanding senior indebtedness would be rated
lower than A by Standard & Poor's:

(vi) neither it nor any of its
Subsidiaries shall make any capital expenditures in any
calendar year in an aggregate amount in excess of the
aggregate amount reflected in the Company's capital

expenditure budget for such year, a copy of which has been
provided to SBC, plus $100 million:

(vii) except as contemplated by
Section 6.1(a) (iv), neither the Company nor any of its

Subsidiaries shall issue, deliver, sell, or encumber shares
of any class of its common stock or any securities
convertible into, or any rights, warrants or options to
acquire, any such shares except the option granted under the
Stock Option Agreement, options outstanding on the date
hereof under the Stock Plans, awards of options and
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rest-ictad stscx

sranted hereaftar :nder the Itock Plans in
the ordinary =curse
o

=Z tusiness in accsrdance with chis

Agreement and.shares issuaple pursuant =2 such cptions and
awards;

(viii) neither it nor any of ics
Subsidiaries shall spend in excess of $50 million in any
calendar year =5 acquirs any business, whether ty merger,
consolidatizn, purchase of property or assets or otherwise
(valuing any non-cash consideration at its fair market value
as of the date of the agreement for such acquisition). For
purposes of this clause (viii), the amount spent with
respect to any acgquisition shall be deemed to include the
aggregate amount of capital expenditures that the Company is
obligated to make 3t any time or plans to make as result of
such acquisition within two years after the date of
acquisition:

(ix) neither it nor its Subsidiaries
shall enter any business other than the telecommunications
business and those businesses traditionally associated with
the telecommunications business or enter into or extend any
telecommunications business outside the geographic areas

served by it and its Subsidiaries as of the date of this
Agreement; and

(x) neither it nor any of its
Subsidiaries shall agree prior to the Effective Time to do
any of the foregoing after the Effective Time.

(b) SBC covenants and agrees as to itself and its
Subsidiaries that, after the date hereof and prior to the
Effective Time (unless the Company shall otherwise approve
in writing, which approval shall not be unreasonably
withheld or delayed, and except as otherwise expressly
contemplated by this Agreement or in the SBC Disclosure
Letter or as required by applicable Law):

(1) it shall not (A) amend its
certificate of incorporation or by-laws in any manner that
would prohibit or hinder, impede or delay in any material
respect the Merger or the consummation of the transactions
contemplated hereby; (B) declare, set aside or pay any
dividend or other distribution payable in cash or property
(other than SBC Common Stock) in respect of any capital
stock, other than per share regular quarterly cash
dividends; or (C) repurchase, redeem or otherwise acquire,
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or permitc anv :-I lts Subsidiaries to purchase c<I ::he'wise
acguire, =Xcsrt i open market transactions Or .l connectlion
with the SBC Z:sck Plans, any shares of its capical stocx or

any securities ccnvertitle into or exchangeaple far any
shares of .:s capital stock:

(i1i) neither it nor any of its
Subsidiaries shall knowingly take any action that would
prevent the Merger Zrom qualifying as a tax-free
"reorganizaticn” within the meaning of Section 268(a) of the
Code or that would cause any of its representations and
warranties herein to become untrue in any material respect,
provided, hgwever, that nothing contained herein shall limit

the ability of SBC to exercise its rights under the Stock
Option Agreement: and

(1ii) neither it nor any of its
Subsidiaries will authorize or enter into an agreement to do
any of the foregoing.

(¢} SBC and the Company agree that any written
approval obtained under this Section 6.1 may be relied upon
by the other tarty if signed by the Chief Executive Officer,
Chief Financial Officer, chief legal officer or another
executive officer of the other party.

6.2. Acquisition Proposals. (a) The Company
agrees that neither it nor any of its Subsidiaries nor any
of the officers and directors of it or its Subsidiaries
shall, and that it shall direct and use its best efforts to
cause its and its Subsidiaries' Representatives not to,
directly or indirectly, initiate, solicit, encourage or
otherwise facilitate any inquiries or the making of any
proposal or offer with respect to a merger, reorganization,
share exchange, consolidation or similar transaction
involving it, or any purchase of, or tender offer for, 15%
or more of the equity securities of it or any of its
Subsidiaries listed on Schedule 1 or 15% or more of its and
its Subsidiaries’ assets (based on the fair market value
thereof) taken as a whole (any such proposal or offer being
hereinafter referred to as an "Acguisition Proposal®™). The
Company further agrees that neither it nor any of its
Subsidiaries nor any of the officers and directors of it or
its Subsidiaries shall, and that it shall direct and use its
best efforts to cause its Representatives not to, directly
or indirectly, have any discussions with or provide any
confidential information or data to any Person relating to
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an Acquisiticn Proposal c-r engage in

in any negot.ations
concerning an Acquisitisn 2roposal, or otherwise Zacilitate

any effort cr attampt o make or impiement an Acquisition
Proposal:; groviZed, sQwewvar, that nothing contained in this

Agreement snail prevent zhe Company cr its board of
directors from (A) complying with Rule l4e-2 promuigated
under the

Exchange Act with regard to an Acquisition
Proposal; (B) making any disclosure to the Company’s
shareholders if, in the good faith judgment of the board of
directors of the Company, failure so to disclose would be
inconsistent with its obligations under applicable law;

(C) engaging in any discussions or negotiations with or.
providing any information to, any Person in response to a
bona fide written Acquisition Proposal by any such Person
received after the date hereof that was not solicited by the
Company after the date nereof:; or (D) recommending such an
Acquisition Proposal to the shareholders of the Company if
and only to the extent that, in such case referred to in
clause (C) or (D), the board of directors of the Company
concludes in good faith (after consultation with its
financial advisor) that such Acquisition Proposal is
reasonably capable of being completed, taking into account
all legal, financial, regulatory and other aspects of the
proposal and the Person making the proposal, and would, if
consummated, result in a transaction more favorable to the
Company's shareholders from a financial point of view than
the transaction contemplated by this Agreement (any such
more favorable Acquisition Proposal being referred to in
this Agreement as a "Syperior Proposal®™). The Company
agrees that it will immediately cease and cause to be
terminated any existing activities, discussions or
negotiations with any parties conducted heretofore with
respect to any Acquisition Proposal. The Company also
agrees that it will promptly request each Person that has
heretofore executed a confidentiality agreement in
connection with its consideration of any Acquisition
Proposal to return all confidential information heretofore

furnished to such Person by or on behalf of it or any of its
Subsidiaries.

(b) The Company agrees that it will take the
necessary steps to promptly inform the individuals or
entities referred to in the first sentence hereof of the
obligations undertaken in this Section 6.2. The Company
agrees that it will notify SBC promptly if aany such
inquiries, proposals or offers are received by, any such
information is requested from, or any such discussions or
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negotiaticns :re sSOugntT > pe initiated or continued with,
any <f the I:mpanv’'s Representatives indicating, In
connection with such aotice, the name -f such Person and the
material =arms ina conditicons of any croposals or offers and
thereafter shail «eep Z3C :ianformed, on a current basis, of
the starus zna materizl terms of any such proposals or

offers and =-he status cf any such discussions or
negotiatioens.

6.3. Informacian Supplisd. The Company and SBC
each agrees, as to itself and its Subsidiaries, that none of
the information supplied or to be supplied by it or its
Subsidiaries Zor iaclusion or incorporation by reference in
(i) the Registration Statement on Form S-4 to be filed with
the SEC by SBC :in connection with the issuance of shares of
SBC Common Stock -2 the Merger (including the proxy
statement and prospec:tus (the "Prospecrus/Proxy Stacsment”)
constituting a part thereof) (the "S=4 Registration
Statement”} will, at the time the S-4 Registration Statement
becomes effect:ive under the Securities Act, and (ii) the
Prospectus/Proxy Statement and any amendment or supplement
thereto will, at the date of mailing to shareholders and at
the time of the Shareholders Meeting, in any such case,
contain any untrue statement of a material fact or omit to
state  any material facr required to be stated therein or
necessary in order to make the statements therein, in the
light of the circumstances under which they were made, not
misleading. If at any time prior to the Effective Time any
information relating to SBC or the Company, or any of their
respective affiliates, officers or directors, should be
discovered by SBC or the Company which should be set forth
in an amendment or supplement to any of the S-4 Registration
Statement or the Prospectus/Proxy Statement, so that any of
such documents would not include any misstatement of a
material fact or omit to state any material fact necessary
to make the statements therein, in the light of the
circumstances under which they were made, not misleading,
the party which discovers such information shall promptly
notify the other parties heretoc and an appropriate amendment
or supplement describing such information shall be promptly
filed with the SEC and, to the extent required by law,
disseminated to the shareholders of the Company.

6.4. Sharshglders Meeting. The Company will
take, in accordance with applicable law and its certificate
of incorporation and by-~laws, all action necessary to
convene a meeting of holders of Company Shares (the
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"Sharannisare “lagr-=~it

35 cromptl, as cractizable after the
S-4 Registrat.:cn 3tatement -s decizrea eifective to consider
and vote upon zne apprcval cf this Agreement and tihe Merger.
Unless the ccarzs zZ direczcrs of the Company determines in
good faith T2

3f zsnsultation with outside il2gal counsel
that %o do so would resul:t in a failure zo compiy with its
fiduciary dutiess under zpplicable law, -he Company's board
of directors shail recommend approval of this Agreement and

the Merger z=nd shall take all lawful action to solicit such
approval. )

Y- S 771

3,
6.5. Eilings: Other Actinne: Notificagion.
(a) SBC and the Company shall promptly prepare and fite
with the SEC :the Prospectus/Proxy Statement, and SBC shall
prepare and file with the SEC the S-4 Registration Stavement
as promptly as cracticaple. SBC and -he Company each shall
use all reasonapie efforts to have the S-4 Registration
Statement deciared effective under the Securities Act as
promptly as practicable after such filing, and promptly
thereafter mail the Prospectus/Proxy Statement to the
shareholders cf the Company. SBC shall also use all
reasonable efforts to obtain prior to the effective date of
the S-4 Registration Statement all necessary state
securities law or "blue sky" permits and approvals required
in connecticn with the Merger and to consummate the other

transactions contemplated by this Agreement and will pay all
expenses incident thereto.

(b) The Company and SBC each shall use-all~:
reasonable efforts to cause to be delivered to the other

party and its directors (i) letters of its independent
auditors, dated (A) the date on which the S-4 Registration
Statement shall become effective and (B) the Closing Date,
and addressed to the other party and its directors, in form
and substance customary for "comfort” letters delivered by
independent public accountants in connection with registra-
tion statements similar to the S-4 Registration Statement,
and (ii) a letter from its independent auditors addressed to
SBC and the Company, dated as of the Closing Date, stating

their opinion that the Merger will qualify for pooling-of-
interests accounting treatment.

(c) The Company and SBC shall cooperate with
the other and use (and shall cause their respective Subsidi-
aries to use) their respective best efforts to take or cause
to be taken all actions, and do or cause to be done all
things, necessary, proper or advisable on its part under
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this Agreement znd zhe Ztock Cption Agreement ind applicable
Laws ©0 constmmats znd make effect.ve the Merger and the
other <ransact.2ons

contempiated ty cthis Agreement and the
Stock Opticn igreement as soon as practicable, including
preparing and Iiling as cromptly as practicable all
documentation :> effect z1l necessary applications, notices,
petitions, Ziiings and other documents and to obtain as
promptly as practicable all consents, registrations,
approvals, permits and authorizations necessary or advisable
to be obtained Irom any third party and/or any Governmental
Entity in order to consummate the Merger or any of the other
transactions contemplated 'by this Agreement or the Stock
Option "Agreement:; provided, however, that nothing in this
Section 6.5 shall require, or be construed to require, SBC
or-the Company =o proffer; or ‘agree to, any concession to
any Governmentzli Entity if (i) such concession is reasonably
likely to have a Material Adverse Effect on the Company
following the Zffective Time, (ii) such concession is
reasonably likely to have a Material Adverse Effect on SBC
following the Zffective Time (it being understoed that, for
this purpose, materiality shall be determined with reference
to the total enterprise value of the Company and its
Subsidiaries, taken as a whole, rather than that of SBC and
its Subsidiaries, taken as a whole, and taking into account
any material restrictions on the ability of SBC or any of
its Significant Subsidiaries to conduct its operations as
currently conducted or as proposed to be conducted by it).
Subject to applicable laws relating to the exchange of
information, SBC and the Company shall have the right to
review in advance, and to the extent practicable each will
consult the other on, all the information relating to SBC or
the Company, as the case may be, and any of their respective
Subsidiaries, that appears in any filing made with, or
written materials submitted to, any third party and/or any
Governmental Entity in connection with the Merger and the
other transactions contemplated by this Agreement or the
Stock Option Agreement. In exercising the foregoing right,

each of the Company and SBC shall act reasonably and as
promptly as practicable.

(d) Subject to applicable laws relating to the
exchange of information, the Company and SBC each shall,

upon request by the other, furnish the other with all
information concerning itself, its Subsidiaries, directors,
officers and stockholders and such other matters as may be
reasonably necessary or advisable in connection with the
Prospectus/Proxy Statement, the S-4 Registration Statement
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or any other :zzatemen:, Ziling, ~otice

cr appiizati:c made
by or on behail - I32C, <:ne I:cmpany or any cf their
respective Subsizizrizs =5 any third carty and/or any
Governmental Intozy .1 cconneczion with the Merger znd the
Tansactions csntamp.ited by this Agreement Sr the SIock
Option Agreementc.
(e) The Zompany and SBC =ach shall keep the

other apprised cf the status of matters relating to comple-
tion of the transacticns contemplated hereby, including
promptly furnishing the other with copies of notices or
other communications received by SBC or the Company, as the
case may be, cr any <f 1ts Subsidiaries, from any third
party and/or any Governmental Entity with respect to the
Merger and the other =ransactions contemplated by this
Agreement or <he Itocx Zption Agreement. Each of the
Company and SEC snail 3ive prompt notice to the other of any
change that is reasonably likely to result in a Material
Adverse Effect on it or of any failure of any cf the

conditions to the ~ther zarty’s obligations tec effect the
Merger set forth Ln Article VII.

6.6. ass: © tation. (a) Upon reascnable

notice, and except as may otherwise be required by appli-
cable law, the Company and SBC each shall (and shall cause
its Subsidiaries to) afford the other's and the other's
Subsidiaries' employees, agents and representatives
(including any investment banker, attorney or accountant
retained by the other or any of the other's

Subsidiaries) (such officers, directors, employees, agents
and representatives being referred to in this Agreement,
with respect to the Company or SBC, as the context cequires,
as such party's "Reprasentarives") reasonable access, during
normal business hours throughout the period prior to the
Effective Time, to its properties, books, contracts and
records and, during such period, each shall (and shall cause
its Subsidiaries to) furnish promptly to the other all
information concerning its business, properties and
personnel as may reasonably be requested, provided that no
investigation pursuant to this Section shall affect or be
deemed to modify any representation or warranty made by the
Company, SBC or Merger Sub hereunder, and provided, furthax,
that the foregoing shall not require the Company or SBC to
permit any inspection, or to disclose any information, that
in the reasonable judgment of the Company or SBC, as the
case may be, would violate applicable law or any of its
cbligations with respect to confidentiality or would result
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in che discizsure <%

any -rade secrets of third rarties :if

the Companv -z S2C, 3s the case may ce, shall have used all
reasonable ¢fZz-tz =2 obtain the cznsent o2f such third party
te such :iaspect:icn 2r disciosure. All requests Zor

informaticn made cursuant =5 this Section shall te directed
to an execuz:.ve cffizer c£f the Company or SBC, as the case
may te, Sr such Person as may be designated by any such
executive offizar, as the case may be. All information
provided pursuant <o this Section 6.6 shall be governed by
the terms of the Confidentiality Agreement.

(b) Subject to the Confidentiality Agreement
and to Section 5.16, from the date hereof to the Effective
Time, SBC and the Company agree to consult with each other

on a regular tasis on a schedule to be agreed with regard to
their respective orerations.

(c} From the date hereof to the Effective Time,
the Company agrees to notify SBC in advance of any issuance

by the Company cr any of its Subsidiaries of any long-term
debt or preferzed stock.

6.7. BAffiliares. (a) Each of the Company and
SBC shall deliver to the other a letter identifying all
Persons whom such party believes to be, at the date of the
Shareholders Meeting, "affiliates" of such party for
purposes of applicable interpretations regarding use of the
pooling-of-interests accounting method and, in the case of
“"affiliates” of the Company, for purposes of Rule 145 under
the 1933 Act. =Each of the Company and SBC shall use all
reasonable efforts to cause each Person who is identified as
an "affiliate” in the letter referred to above to deliver to
SBC prior to the date of the Shareholders Meeting a written
agreement, in the form attached hereto as Exhibit C, in the
case of affiliates of the Company (the "Company Affiliate’s
Lagter”), and Exhibit D, in the case of affiliates of SBC
(the "SBC Affiliate’s lattar®). Prior to the Effective
Time, each of the Company and SBC shall use all reasonable
efforts to cause each additional Person who is identified as

an "affiliate" to execute the applicable written agreement
as set forth in this Section 6.7.

(b) If the Merger would otherwise qualify for
pooling-of-~interests accounting treatment, shares of SBC
Common Stock issued to such affiliates of the Company in
exchange for Company Shares shall not be transferable until
such time as financial results covering at least 30 days of
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combinea :-perzti:cns :Z S3C :nd the Ccompany shall have been
publishea within :tne meaning cf Sect:on 201.01 =f the SEC’s
Codificatzzn :zI Tinancizl Reporting Polizies, regardless of
whether =sach szuch affillate nas crovicded the written
agreement :-a2ferceq s a this Secticn, 2Xcept to the extent
permitced =y, ana In accordance with, SEC Accounting Series
Release .25 and SZC staff Accounting Bulletins &5 and 76.
Any Company Shares held by any such affiliate shall not be
transferaple, regardless of whether such affiliate has
provided the applicable written agreement referred to in
this Section, if such transfer, either alone or in the
aggregate with other transfers by affiliates, would preclude
SBC's ability to account for the business combination to be
effected ty the Merger as a pooling of interests. The
Company shall not register the transfer of any Certificate,
unless suci =ransier -s made :in compiiance with the
foregoing.

6.8. r T 5 -2 . SBC
shall use :its best efforts to cause the shares of SBC Common
Stock to be issued :in the Merger to be approved for listing
on the NYSE, subjectr to official notice of issuance, prior
to the Closing Date. The Surviving Corporation shall use
its best efforts to cause the Company Shares to be de-listed
from the NYSE and the Pacific Exchange and de-registered

under the Exchange Act as soon as practicable following the
Effective Time.

6.9. Publicitv. The initial press release with
respect -0 the Merger shall be a joint press release, and
thereaftesr the Company and SBC each shall consult with each
other prior to issuing any press releases or otherwise
making public announcements with respect to the Merger and
the other transactions contemplated by this Agreement and
the Stock Option Agreement and prior to making any filings
with any third party and/or any Governmental Eantity
(including any national securities exchange) with respect
thereto, except as may be required by law or by obligations

pursuant to any listing agreement with or rules of any
national securities exchange.

6.10. PBepefits.
(a) Stock Options.

(1) At the Effective Time, each
outstanding option to purchase Company Shares (a "Company
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2ptian"' under tne i:isck Slans, wnether vested Sr unvested,
shall be deemed >

consctitute an opticn TO acquire, :<n the
same tarms zna csnditizns as were applicable under such
Company Opt=cn, sfter ziving effect o any provision
requiring tne vesting cf any Company Option as & resulit of
the transac:ticns contemplated by this Agreement, the same
number of shares cf S3C Common 3tock as the holder of such
Company Optisn would have been entitled to receive pursuant
to the Merger n~ad such holder exercised such Company Option
in full immediately prior to the Effective Time (rounded
down to the. nearest whole number) (a "Substizsute Oprisn”),
at an exercise price per share (rounded up to the nearest
whole cent) equal to (y) the aggregate exercise price for
the Company Shares otherwise purchasable pursuant to such
Company Option divided bty !z) the number of full shares of
SBC Common Stock deemea curchasable pursuant td such Company
Option in acccrzance with the foregoing. At or prisr to the
Effective Time, the Company shall make all necessary
arrangements with respect to the Stock Plans, including any
necessary amendments thereto, to permit the assumption of
the unexercised Company Options by SBC pursuant to this
Section and no later than five business days after the
Effective Time SBC shall register under the Securities Act
of 1933 on Form S-8 or other appropriate form (and use its
best efforts to maintain the effectiveness thereof) shares
of SBC Common Stock issuable pursuant to all Substitute
Options. As promptly as practicable after the Effective
Time, the Company shall deliver to the participants in the
Stock Plans appropriate notices setting forth such

participants’ =zights pursuant to such assumed Zompany
Options.

er:
ST
-

(ii) Effective at the Effective Time,
SBC shall assume each Company Option in accordance with the
terms of the Stock Plan under which it was issued and the
stock option agreement by which it is evidenced.

(b) Emplovee Banefits. SBC agrees that it
shall cause the Surviving Corporation for at least Ttwo Yyears
after the Effective Time to provide or cause to be provided
to employees of the Company and its Subsidiaries
compensation and benefit plans that are no less favorable,
in the aggregate, than the Company’s Compensation and
Benefit Plans; provided, however, if during this period SBC
implements any widespread increase or decrease in benefits
under compensation and benefit plans or in the cost thereof
to participants under compensation and benefit plans
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